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1. Purpose and Scope 

Article 150 (4) of the Financial Regulation states: "By 15 September of each year, the 
accounting officer shall send to the European Parliament and to the Council a report containing 
information on current risks noted, general trends observed, new accounting issues 
encountered, progress on accounting matters, including those raised by the Court of Auditors, 
and information on recoveries." It is thus the purpose of this status report to provide the 
reader with a high-level overview of the main issues concerning the EU accounting 
environment at 30 June 2013. It includes, however, information and evolution of major 
situations up to 15 September 2013. 
 

2. 2012 EU annual accounts & audit 

2.1 Introduction 

The following paragraphs provide an overview of the key elements of the previous annual 
accounts and serve as a comparative basis for chapter 3 on the developments and the 
progress made since the last balance sheet date. This chapter gives also an overview of the 
main issues raised by the Court of Auditors during their audit of the 2012 EU annual accounts. 
 

2.2 Key elements of 2012 EU annual accounts 

 
Borrowing & lending activities (see also Note 7 to the EU annual accounts) 

Balance of Payments (BOP): 
Between November 2008 and end 2011, financial assistance amounting to EUR 16 billion was 
granted to Hungary, Latvia and Romania, of which EUR 13.4 billion had been disbursed by the 
end of 2011 and EUR 2 billion had been repaid by Hungary in 2011. In 2012 no new loans 
have been disbursed and no additional repayments have taken place under the BOP facility. 
It should be noted that the BOP assistance programmes for Hungary expired in 2010 and the 
assistance programme for Latvia and the first assistance programme for Romania expired in 
2012. Also the precautionary EU BOP assistance programme for Romania expired at end-March 
2013 without being drawn. Thus the EU budget is at 31/12/2013 exposed to a maximum 
possible risk of EUR 11 623 million regarding BOP loans. 
 
 
European Financial Stabilisation Mechanism (EFSM): 
Loans for an amount of EUR 43.8 billion (nominal value) have been disbursed under the EFSM 
to Portugal and Ireland at 31/12/2012 of which EUR 15.8 billion have been disbursed during 
2012. Borrowings related to loans disbursed under the EFSM are guaranteed by the EU Budget 
– thus at 31 December 2012, the budget is exposed to a maximum possible risk of EUR 44 476 
million. As the borrowings under the EFSM are guaranteed by the EU budget, the European 
Parliament scrutinises the Commission's EFSM actions and exercises control in the context of 
the budget and discharge procedure.  



 

EUROPEAN COMMISSION 
Budget 
 
 
The Accounting Officer of the Commission 

 
Date: 13/09/2013 

 
ACCOUNTING OFFICER'S STATUS REPORT 30/06/2013 
ARTICLE 150 (4) OF THE FINANCIAL REGULATION Page 4 of 8 
 
Galileo Assets: 
Included under assets under construction at 31 December 2012 are EUR 660 million of assets 
relating to the Galileo project, the EU's Global Navigation Satellite System, being built with the 
assistance of the European Space Agency (ESA). When completed, the system will comprise 30 
satellites, 2 control centres and 16 ground stations. The amount on the balance sheet reflects 
the costs incurred by the Commission on this project since 22 October 2011, the date on which 
the first two satellites of the system were successfully launched. Prior to this date, and as 
explained in previous annual accounts, the Commission considered the project to be in a 
research phase, thus in accordance with the EU accounting rules all costs incurred were 
expensed. At the balance sheet date four satellites in total have been launched (since October 
2011). Once the subsequent testing of these is complete, this will end the In-Orbit Validation 
(“IOV”) phase of the project. This phase has been jointly funded by the EU and ESA and 
according to the grant agreement concluded between the two parties, ESA shall make an 
official transfer of the constructed assets to the EU. 
 
Traditional Own resources (TOR):  
A reserve was reported in the 2011 Annual Activity Report of DG BUDG relating to the 
reliability of the Belgian clearance system and accounting procedures and thus on the 
correctness of the TOR amounts transferred to the EU budget. This reserve was reconducted in 
2012. In 2011 the Belgian authorities submitted a refund claim of approximately EUR 126 
million (net) concerning amounts transferred to the EU budget under TOR. As inspections 
carried out by the Commission and audits performed by the Court of Auditors have highlighted 
some deficiencies in the Belgian clearance and accounting systems, which also impacted the 
reliability of amounts transferred to the EU budget under TOR, an external audit was 
conducted. An additional Commission services' inspection evaluating the results of the audit, 
including the refund claim and the corrective actions taken where necessary, has taken place 
in the first semester of 2013. The audit conclusions, supported by the Commission's 
inspection, confirmed that the refund claim is free of material error and that its calculation is 
reliable. Consequently a provision was booked at 31 December 2012 in the Commission's 
accounts to cover the reimbursement of the claim to the Belgian authorities, which will be 
processed in 2013. 
 
 

2.3 2012 audit 
The Court's audit of the EU and EDF accounts is completed but the related opinions and annual 
reports have not yet been published. No major issues remain following the contradictory 
process in early September and clean opinions are expected for these entities.  
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3. Main developments and topics during 2013 

3.1 Introduction 
This chapter provides an overview of the main topics, developments and progress made up to 
15 September of the financial year 2013. 
 

3.2 Treasury situation 
The treasury situation in the first half of 2013 was very tight. The year started with a 
historically low cash balance. Although in the beginning of 2013 the cash resources were 
increased with additional resources resulting from amending budgets 5/2012 and 6/2012, the 
high payment needs started soon to exceed the cash resources available monthly. Therefore in 
February the Commission called from Member States the maximum amount of own resources 
allowed in accordance with Council Regulation 1150/2000, which corresponds to an advance of 
two twelfths. Despite this advance, the Commission's treasury resources were still lower than 
its overall payment needs by several billion EUR. Limitations to payments authorisation were 
therefore imposed in the areas of Agriculture and Cohesion, until the month of June. The 
treasury situation is expected to remain tight for the remaining months of 2013. 
 

3.3 Borrowing and lending activities 
EFSM transactions in 2013: 
On 12 April 2013, the ECOFIN agreed to further lengthen the maximum average maturity of 
the EFSM loans to Ireland and Portugal by 7 years to 19.5 years. The extension, laid down in 
Council Implementing Decisions 2013/313/EU and 2013/323/EU amending Council 
Implementing Decisions 2011/77/EU and 2011/344/EU for Ireland and Portugal respectively, 
will smooth the debt redemption profile of both countries and lower their refinancing needs in 
the post-programme period. 
There were no further disbursements in 2013 and no disbursements are currently foreseen 
under the EFSM until the end of the year. The EFSM will no longer engage in new financing 
programmes or enter into new loan facility agreements, but will remain active in financing the 
on-going programmes for Portugal and Ireland. Loans already granted under EFSM will 
continue to be disbursed and repaid under this Mechanism. 
 
The EFSF and the ESM are no EU bodies and have therefore no impact on the EU accounts or 
the EU budget. The following information is given for information purposes only: 
 
European Financial Stability Facility (EFSF) transactions in 2013: 
The EFSF does not provide new lending after 1 July 2013 and will no longer engage in new 
financing programmes or enter into new loan facility agreements, but will remain active in 
financing the on-going programmes for Portugal, Ireland and Greece. During the first half of 
2013, the EFSF has disbursed EUR 2.4 billion to Ireland (EUR 0.8 billion in 2 May and EUR 1.6 
billion in 18 June), EUR 2.9 billion to Portugal (EUR 0.8 billion in 7 February and EUR 2.1 billion 
in 26 June) and EUR 22.3 billion to Greece (EUR 2.0 billion in 31 January, EUR 2.8 billion in 28 
February, EUR 2.8 billion in 29 April, EUR 4.2 billion in 17 May, EUR 7.2 billion in 30 May and 
EUR 3.3 billion in 25 June). After the first quarter, an additional EUR 2.5 billion instalment was 
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disbursed to Greece on 31 July 2013. Loans already granted under the EFSF will continue to be 
disbursed and repaid under this Fund. 
 
 
European Stability Mechanism (ESM) transactions in 2013: 
The ESM became operational in October 2012 and has assumed the tasks fulfilled by the EFSM 
and, as from 1 July 2013, the tasks fulfilled by the EFSF. Thus it represents the sole and 
permanent mechanism for responding to new requests for financial assistance to Eurozone 
Member States. After the first instalment of EUR 39 468 million disbursed to Spain in 11 
December 2012, ESM has disbursed Spain's second instalment of EUR 1 865 million in 5 
February 2013. Also during the first half of 2013, ESM has disbursed two instalments of EUR 2 
billion and EUR 1 billion in 13 May and 26 June respectively, to Cyprus. 
 
 

3.4 Pre-financing situation: half-year report at 30 June 2013 
The half year report at 30 June 2013 is included in annex 4.1. The main points to note are: 

− A slight increase for direct centralised and joint management – the new pre-financings 
paid during 2012 are exceeding the clearings done until mid-year;  

− An increase for indirect management – the 2012 subsidy is paid to EU bodies, whilst the 
subsidy of the previous year is not cleared yet (as a rule, these pre-financings are 
cleared as of 01.07.N+1) and increased activities of the Executive Agencies, particularly 
in the research area;  

− A slight decrease for decentralised management – the clearings of pre-financing are 
exceeding the new payments done until mid-year;  

− A decrease for shared management – clearing of outstanding pre-financing related to 
the 2000-2006 period, which is in its closure phase and for the current period (2007-
2014), no further additional pre-financings are possible. 

 

3.5 Galileo 
 
In March 2013, European satellite navigation achieved an historic milestone – the very first 
determination of a ground location using four in-orbit Galileo satellites together with their 
ground facilities. The position was determined with an accuracy of within 10 metres, fully in 
line with expectations for the in-orbit validation phase of the Galileo programme. The success 
of the first position-fix paves the way for future Galileo services of outstanding quality. Galileo 
capabilities will increase as more satellites are added to the constellation and more ground 
stations become available. 
 

3.6 Information on recoveries and financial corrections: Quarterly 
report at 30 June 2013 

 
The quarterly report on financial corrections under Cohesion policy at 30 June 2013 is included 
in annex 4.2. The main points to note are: 
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− Total financial corrections accepted or decided (accrual basis) in the six months to 
30/06/2013 amounted to EUR 1 075.70 million (EUR 93 million for the same period in 
2012). This large increase is linked to programming periods 2000-2006 (which is being 
closed) and 2007-2013 (which has reached a stage of implementation that allows more 
audits and controls to take place). 

− Financial corrections implemented (cash basis) for the six months to 30/6/2013 were 
EUR 1 092.75 million (EUR 189 million for the same period in 2012). This large increase 
is primarily due to the 2007-2013 period for which Member States accepted to deduct 
financial corrections amounts from cost claims sent to the Commission services, and to a 
lesser extent, to the closure of the 2000-2006 period. 

Cumulative financial corrections accepted/decided at 30/06/2013 amounted to EUR 11.9 billion 
of which EUR 1.1 billion have not yet been implemented. 
 

3.7 Fines 
In March 2013 Microsoft has been fined EUR 561 million for failing to promote a range of web 
browsers, rather than just Internet Explorer, to users in the European Union. Other fines for a 
total amount of EUR 225 million were imposed on different pharmaceutical companies and on 
companies in the telecommunication sector in the period January –June 2013. 
In the first half of 2013 fines amounting EUR 1.389 million (interest included) became 
definitive (including the Microsoft fine from the same year) in addition to the EUR 3.586,6 
million (interest included) who became definitive in 2012. Most of these fines were imposed in 
previous years. 
The total amount of the financial guarantees up to June 2013 is increased by EUR 849 million 
(EUR 3 362 million up to June 2013 compared to EUR 2 513 million at the end of 2012) which 
is mainly due to a high value fine case relating to TV and computer monitor tubes decided late 
2012 and due in 2013.  
 

3.8 Validation of the local systems 
The validation activity started in 2005 with a full round of validations of DGs/Services and 
Executive Agencies, which was completed in 2010. Since then, validation activities 
concentrated on specific risk areas, in order to ascertain if the Services selected still comply 
with the validation criteria. A number of recommendations for improvement were issued and 
their implementation is followed up on yearly basis. DGs ENV and CLIMA (created in 2010 as a 
result of the split of DG ENV) and FPI (created in 2011 as a result of the reorganisation of DG 
RELEX) were to be considered for evaluation in the following exercises. The validation team 
performed a few consultancy tasks since 2010, the more recent being the evaluation of ABAC 
access rights in DG Budget.  
 

In 2012/2013, the reports for DGs ENER/MOVE, DIGIT, HOME/JUST have been issued. The 
validation of the European External Action Service (EEAS) is progressing well and the draft 
report will be issued soon. Other validations included in the 2013 Annual work programme 
have been started and are in different phases of completion. These include the evaluations of 
DGs TAXUD, COMM, and FPI. A special request of the Accounting Officer, also included in the 
Annual work programme, is currently on-going and concerns a horizontal audit on recovery 
context in selected DGs (DEVCO, RTD, ELARG, CNECT and ENER). This is of outmost 
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importance because the European Court of Auditors continues to stress the importance of 
correct and verifiable information for the calculation of the residual error rates by the 
Commission Services. 

3.9 Accounting Quality Project 
The improvement of the accounting quality is a continuously on-going process. It implies 
regular contacts with the other DGs, on specific issues (raised following the periodical checks 
performed or following the DAS exercise) and also on a more general level (for instance the 
annual diagnosis report on the accounting processes and the accounting environment of the 
DGs).  
 
 

3.10 Trust funds 
 
Since 1 January 2013, the new Financial Regulation has allowed the Commission to create and 
manage EU Trust Funds (EUTFs) that pool funds from the budget with contributions of Member 
States and other donors.  
 
By 15 September 2013, no EUTFs had yet been set up. The work of establishing the 
accounting environment and processes for the EUTFs is however almost completed. The user 
acceptance testing is expected to be launched by DG DEVCO (the main DG involved) during 
September-October 2013. 
 
 

4. Annexes 
 
4.1: Pre-financing half-year report at 30 June 2013  
 
4.2: Quarterly report on recoveries at 30 June 2013  
 
4.3: Budget implementation reports at 30 June 2013 
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